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iocorrect entries into the system, a miscommunication 
between a broker and trader, and the like. These errors can 
often force a "principal" broker into an unintended position 
during a trade. 

This invention preferably provides ways for the broker to 
effectively "undo" a trade, either by cancelling a pending 
order, or rolling-back executions during a trade state. As 



operated by a plurality of trlding participants through a 
specific communication platfoAn to permit exchanging posi- 
tions regarding offers and bids and for receiving select 
participant trade commands relating to said items, compris- 
ing: 

a plurality of workstations cfcmprising a display means for 
presenting to a participant information about pending 
shown in FIG. 3, the keypad provides CANCEL, DONE, P^ij ^^^^^^ conditions as thf y relate to said items being 
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and UNDO keys to facilitate this process. The function of 
these keys when the system is in a particular state is 
described below, it being understood that the names given to 
these keys are arbitrary and any input means can be used to 
affect the desired action(s). 

In the Bid-Offer State, CANCEL functions to remove a 
maker's existing markets from one or more instruments in 
this one command stroke. 

In the When State, CANCEL functions to remove a 
maker's markets only if there arc no pending active BUY or 
SELL orders against it. Also, DONE functions to remove a 
potential aggressor, as well as trade participants, from trad- 20 
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^ During the Workdown Stle, CANCEL functions to' 
remove any remaining passiv s maker's markets. DONE 
performs the same function ai the CANCEL function and 
also allows the passive trade ] articipant in the Workdown 
State to remove themselves from trading lists, thereby 
effectively removing their con mitted sizes before the sys- 
tem has had a chance to execi^ :e them. UNDO functions to 
"unroll" the trade and reduce tl e size shown to customers if 
executed during a predefined time period after the initial 
trade. Additionally, the UNDO function proportionally 
reduces the amount traded l y all passive makers. The, 
restriction of a predefined ti me period discourages one 
player from taking unfair adva itage of this correction facil 
ity. Analogously, if more than )ne trader participated in the^ 
trade, then the UNDO functioi causes the trader to join the^ 
contra side for the size desire 1 to be undone. The UNDO 
function can be invoked at an ^ time by any participant, on 
the active side or the passive side; the system uses appro- 
priate logic to maintain t he faflrness of the trading protocoL 

DUilHg rh6 Workup State, a trader can use the DONE 

function to remove him/herself from being a participant 
from the active side or the passive side, or both sides 
simultaneously, regardless of the size traded or solicited 




traded and the select pofeitions taken by other partici- 
pants in regard to said items; 
a central server in communication with said workstations, 
linked to said workstations and programmed to support 
a predetermined tradipg control logic wherein said 
trading control logic /comprises a protocol of trade 
sequences initiated fdom a bid/offer state by a partici- 
pant hit or lift trade aommand wherein said protocol is 
directed to implement trade commands from said par- 
ticipants in a predefined way corresponding to the 
development of a/plurality of trade specific states 
defining the abilityfof various participants to participate 
in^said trading acgyity. 



le trading systei 
ed by a stored pro| 
defines conditions wh( 
25 conditions where ol 



of claim 1 wherein said protocol is 
am comprising a logic structure that 
e a participant becomes a trader and 
r participants may participate in a 



3. The trading system of claim 1 wherein said participant 
commands comprise bids, offers, hits and lifts. ^ 
*]*^^4. The trading sy^em of claim 1 wherein said trading 
}"states is comprised of a Bid/Offer State and a Workup State. 
5. The trading system of claim 4 wherein aid trading states 
further comprise a iyheiLState. 
b. ilie trading s^tem of claim 5 wherein said trading 
/ ^tates further comprSes a Second Look State. 
J / 7. lUe trading system claim 6 wherein said trading state 
i /^T ^r^her comprise a Woi 



lown State. 

Vhe, trading system of claim 1 wherein said display 



40 



provides a presentation of a bid side and an offer side of a 
market. 

9. The trading system of claim 8 wherein said display 
further provides information as to the size of uncleared bids 
and/or offers. 

10. The trading system of claim 8 wherein said display 
further provides a queue of participants organized in groups 

Thus, the DONE function logically removes the trader from 45 corresponding to their respective participation on the bid or 
the trade. The UNDO function can also roll back the trade offer side of the market. 

provided that the first active trader has executed this func- U- The trading system of claim 10 wherein said partici- 
tion with a predefined time period following the trade. If the pant's queue is ordered by time and size of entry. 
UNDO function is not invoked during this predefined time 12. The trading system of claim 11 wherein said queue 
period, or the trader is not the first active trader, then the so of^^^r is further based on quality of entry in terms of price, 
trader is entered in the queue to buy or sell on the contra side 13* The trading system of claim 12 wherein said display 

immediately. Preferably, the trader is placed at the top of the provides information regarding the entry of a hit or lift by a 
list so that the UNDO function can be effectively invoked participant. 

immediately, provided there is a contra trader. Most 14. The system of claim 1, wherein said item is selected 
preferably, the rights of the first active and passive traders 55 fro™ group consisting of commodities, securities. 



will be maintained to assure fairness. 

Although the invention has been described in detail for 
the purpose of illustration, it is to be understood that suchi 
detail is solely for that purpose and that variations can be I 
made therein by those skilled in the an without departing 
from the spirit and scope of the invention except as it ma^^ 
be Umited by the claims. 

Whfll is t^laimwi iv 

1. In combination in a dSta processing system for imple- 
menting a structured trad^g environment for transacting the 
purchase and sale of sejcct items having a predetermined set 
of characteristics wtierein said data processing system is 



indices, and futures contracts. 
15. The system of claim 1, wherein said item is a futures 
jract 

Jo^^omputer trading syste^ for use by multiple par- 
fipants wherein each parti^pant operates a custom 
''designed keypad for data en^ and receives information 
about market conditions fronya display comprising: 
a data processor with assyiated data storage for provid- 
ing a trading protocol Ifiat establishes trading hierarchy 
65 among participants; 

a trade command inj^t means including said custom 
designed keypad wdjerein said keypad includes a plu- 



5,905,974 



19 



rality of trade exccutykeys, iiKlividually assigned to a 
particular security yailable for trading, said keypad 
further comprises a^lurality of participant entry keys 
assigning trade cdnmands to a particular participant; 
a display means |pr presenting a trading information 
profile whereinAaid trading profile includes pending 
offiersandbid^tselegyjr^ 
ifTBFWnni^ysJem or clai 



lami 16 wberein said input 
means provides single keystroke entry for trade cancel 
command. 

18. The trading system of claim 16 wherein said data 
processor provides for a Bid/Offer State wherein customers' 
price and size are displayed on said display means. 

19. The trading system of claim 18 wherein said Bid/Offer 
State is terminated by a participant entry of a hit or lift 
command. 

20. The trading system of claim 18 wherein said Bid/Offer 
Stale is moved to a "When" State by a non-priority partici- 

nant'^j^ntrv a hit nr lift 
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21. The tradmg system l)f claim 14 wherein said display ^ 
means presents informatwn on trade transactions and par- 
ticipant access is contina^nTo^^jgtegywdin^Ut^ 



c^i 



ffiesysfe^^RIa!SB^Berei^ai^!i3?an^Sw 

are indicative of an item selected from the group consisting 
of commodities, securities, indices, and futures contracts, 

23. The system of claim 16, wherein said bids and offers 
are indicative of a futures contract. 

24. A method of financial instrument trading implemented 
on a distributed woricstatpn computer system, wtierein said 
system provides for a n^wetermined trading protocol delin- 
eating participant acoe^rbmprising the steps of: 

a. providing a Bid/Offer System State wherein partici- 
pants participate by actively monitoring trading 
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wherein some of said participants enter bids, offers, 
price and volume info mation; 

b. distributing said infom ation to said plural workstations 
in essentially real linn ; 

c. receiving trade hits ai d/or lifts from said participants 
responding to pending bids/offers as displayed on said 
workstations; 

d. entering a Trading Stake wherein transactions are com- 
pleted at one or more system defined prices; 

e. remrning to the Bid/C ffer State after a pre-established 
termination event in said Trading State; 

f. tracking and outputtic | consummated trades from said 
Trading State. CO 

25. The method of clain 24 wherein said Trading State is 
further delineated into a V^orkdown and a Workup State. 
. 26. The method of clain 25 wherein said Workup State is 
^ated by a single particuant hitting or lifting all pending 



27, The method of claim 26 wherein said Workdown State 
is created by a participant hitting or lifting less than all of 
said pending size. 

28. The method of claini 24 wherein said trading protocol 
is encoded in programmir i logic controlling said computer 
system. 

29, The method of claiA 24, wherein said bids and offers 
are indicative of an item £ elected from the group consisting 
of commodities, securitie \, indices, and futures contracts. 

30. The method of clai n 24, wherein said bids and offers 
are indicative of a future > contract. 
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